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Re: R e g u l a t o r y Cap i t a l Ru le s : S t a n d a r d i z e d A p p r o a c h for R i s k - w e i g h t e d Asse t s ; M a r k e t 
Di sc ip l inc and D i s c I o s u r e R e q u i r e m e n t s 

and 

R e g u l a t o r y C a p i t a l R u l e s : R e g u l a t o r y Cap i t a l . I m p l e m e n t a t i o n of Basel III 

I. I n t r o d u c t i o n 

Both BancF i r s t C o r p o r a t i o n and its s u b s i d i a r y b a n k , BancF i r s t , h a v e s i g n i f i c a n t c o n c e r n s r e g a r d i n g the 
i m p a c t o f the t h r e e R e g u l a t o r y Cap i t a l R u l e s p r o p o s a l s ( the " C a p i t a l P r o p o s a l s " ) on the b a n k i n g industry 
in the Uni ted S ta tes . W e b e l i e v e that t h e C a p i t a l P r o p o s a l s d i s i n c c n t l e a d i n g by b a n k s at a t i m e w h e n 
the U .S . e c o n o m y is still s t r u g g l i n g to r e c o v e r f r o m a d e e p recess ion . A s i d e f r o m the increased capi ta l 
r e q u i r e m e n t s a n d m o r e r e s t r i c t ive d e f i n i t i o n o f r egu la to ry cap i ta l , o u r p r i m a r y c o n c e r n s a re the over ly 
c o m p l e x and p u n i t i v e c h a n g e s p r o p o s e d to the ca l cu la t ion o f r i s k - w e i g h t e d a s se t s u n d e r the S t a n d a r d i z e d 
A p p r o a c h , t he a p p l i c a t i o n o f the S t a n d a r d i z e d A p p r o a c h to b a n k s u n d e r $ 5 0 bi l l ion in asse t s , and the 
i m p l e m e n t a t i o n d a t e f o r t he Base l III p r o p o s a l . 



II. S t a n d a r d i z e d A p p r o a c h 

A. Grea te r than 100% Risk W e i g h t s for Resident ia l Mor tgage Exposures 

T h e proposed a r b i t r a r y risk w e i g h t s for res idential m o r t g a g e s inc lude w e i g h t i n g s of 150% and 
2 0 0 % for cer ta in j u n i o r l iens and nontradi t ional m o r t g a g e product s , d e p e n d i n g on the loan to va lue 
ratios. T h e r e is no ev idence , even in the dep ths of this recess ion, that indus t ry -wide losses approached 
the 1 1% to 14% level implied by these pun i sh ing we igh t ings . Also, risk we igh t ings be ing driven by the 
original loan to value , with no regard to amor t iza t ion ove r t ime, m a k e s no sense for a c o m m u n i t y bank 
like ourse lves that ho lds these 1 to 4 fami ly loans until matur i ty . Whi l e the ba lances reduce , the 
d racon ian w e i g h t i n g d o e s not. 

B. Risk W e i g h t i n g o f Resident ia l M o r t g a g e Loans Sold 

Similar ly , the proposa l e l i m i n a t e s the e x e m p t i o n for early p a y m e n t defaul t and p r e m i u m refund 
c lauses for res ident ia l m o r t g a g e loans sold. In the case of p r e m i u m re fund clauses, a 100% convers ion 
factor with the r e spec t ive risk w e i g h t i n g s appl ied to the entire ba l ance results in requ i r ing banks to hold 3 
to 4 t imes as m u c h capi tal as the actual exposure , which would be l imited to the a m o u n t of p remium that 
may occas iona l ly have to be r e f u n d e d . 

C. 2 5 0 % Risk W e i g h t i n g for Th re sho ld Deduc t ions 

A 2 5 0 % risk w e i g h t i n g for T h r e s h o l d D e d u c t i o n s not deducted from capital , such as defer red lax 
assets and m o r t g a g i n g se rv i c ing assets, is arbi t rary. T h e s e are real assets . 

D. Appl ica t ion to Banks U n d e r $50 Billion 

Subp r ime lend ing and the related p r o b l e m s that precipi tated the f inancial cr is is were concent ra ted in 
banks larger than $50 bill ion in assets . T h e appl icat ion of the S t a n d a r d i z e d A p p r o a c h to banks under 
$50 billion is pun i t ive to s m a l l e r b a n k s that genera l ly did not par t ic ipate in such act ivi t ies . I he 
S tandard ized A p p r o a c h should be required only for banks with $50 bil l ion or m o r e in assets . 

III. I m p l e m e n t a t i o n D a t e for Basel III Proposa l 

It is an unfa i r d o u b l e s tandard fo r the A g e n c i e s to require bank ing o rgan iza t ions to c o m p l y with the new 
m i n i m u m capi ta l rat ios and the m o r e restr ict ive def in i t ion of regula tory capital by Janua ry I, 2013, when 
the Agenc ie s t h e m s e l v e s did not issue the proposal until a lmos t two years a f t e r Basel III w a s official ly 
adopted . B a n k i n g o r g a n i z a t i o n s wil l be unable to prepare for or react to such an ear ly 
i m p l e m e n t a t i o n date. 
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